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The  guest  for  the  best  solution 
The  European Agricultural  Guidance  and  Guarantee  Fund  and 
connected uroblemA 
With its impending decisions  on  the  extension of  the  common 
agricultural policy,  the  EEC  Council  of Ministers  is having  to  deal 
more  and  more  with  the  problem  of  the  future  form  of  the  common 
agricultural market.  The  purely  technical  business  of adopting nevr 
regulations  - on  dairy products,  rice  or beef- is  becoming in-
creasingly bound up  vri th  the  financing of  the  common  agricultural 
policy.  This  also applies  to  the  regulations  already in  force. 
It was  laid down  that  from  the  first  year  of  operation  of  the  cereal 
regulation  - 1962/63  - some  of  the  intervention measures,  and  of 
the  refunds  un  exports  of cereals,  pigs,  eggs  and poultry outside 
the  Community,  should  be  financed  jointly.  The  Community  is  there-
fore  already in default,  since  the  Council  has  not  yet  adopted  the 
two  regulations  proposed  by  the  Commissiun  to  implement  these 
financial  arrangements: 
(a)  the  regulation  on  the  granting of aid hy the  European 
Agricultural  Guidance  and  Guarantee  Fund,  and 
(b)  the  financial  reG~lation relating to  the  European 
Agricultural  Guidance  and  Guarantee  Fund. 
The  question  of  finance  is  so  closely linked with  the  regula-
tiuns  covering the  specific  products  that it is  hardly  conceivable 
that  Council  decisions  could  be  taken without  settlement  of  the 
financial  side. 
The  }und is based  on Regulation  No.  25  on  the  financing  of 
the  common  aericultural policy,  which  was  adopted at  the  cl0so  of 
tho  Council's  marathon agricultural  session  on  11+- January  1962. 
The  draft  regulation  on  the  granting of aid  ~y the  EAGGF  therefore 
follows  the  provisions  of Regulation  No.  25. 
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It comprises  two  separate  sections:  the  Guarantee  Section 
and  the  Guidance  Scotian.  The  procedure  ln.id  down  in  the  Guarantee 
Secti"n for  refunding certain costs  and  charges  incurred in  the 
Member  States,  through  implementati~n of  the  common  agricultural 
policy,  in respect  of  the  farm  products  subject  to  that policy,  is 
largely based  on  the provisions  alr-2ad;y  made  in the  Community  budget 
for  another  fund  - the  European  Social  Fund.  On  the  other hand, 
the  measures  provided for  in  the  Guidance  Section relate principally 
t~ long-term plans  for  structural  improvement.  They  are  intended 
eventually to  give  tho  common  agricultural  market  the  desire~ 
structural orientation.  Hence  the  two  m~moP:  "Guarantee"  for  tho 
'financing of  measures  to  implomont  the  agricu.l tural regulations  in 
force,  and  "Guidance"  for  forward-looking moaoures  to  improve  farm 
structures  in the  Cnmmuni ty,  In  man;y  cason  the  structural changes 
necessary to  build up  tho  common  agricultural  market  will  take 
several years,  Tho  budget  io  normally  drawn  up  for  one  year  only. 
So  provisions are  needed  to  make  l0ng-tcrm action feasible  without 
prejudice  to  the  principle rf annual  budgeting, 
The  financial  regulation mentioned  abnvc  contains all  the 
financial  and  budgetary provisions necdon  for  operation of  tho  Fund, 
i.e. it lays  down  vrhen  the  Member  States  must  pay their contrihutions 
towards  the  joint measures,  how  Uember  Statcs 1  accounts  are  to  bo 
operate~,  and  how  the  financial  provisions  for  tho  nporation  of  the 
Fund  arc settled v:i thin  tho  Communi t~'  budect. 
But  let us  return  to  the  :Fund  itself,  Like  any other fund it 
is dependent  on  revenue  that is  to  be  expended  in  covering whatever 
charees  arise.  To  take  revenue  first:  the  Member  States  will  be 
obliged to  make  contributions  to  ensure  tho  rporation  of  tho  Fun~, 
These  will increase  in stop uith tho  realization of  the  cnmmon 
market,  Throe  separate periodo  can  bo  distineuished: 
( 1 ) 
(2) 
(3) 
an initial period  from  30  July  ·191';2  to  1  July  1965; 
from  1  July  1965  to  tho  end  of  tho  transitional 
period  ( 1970) i 
tho  final  staeo  of  tho  conmon  market,  after 1970, 
The  question of  contributions for  tho first  throe  years  has 
already been  settled in tho  rq;ula ti  'Jns.  r_ilho  Fund  will  dori  vo  its 
revenue  from  contributions  by  tho  Marnb~r States,  calculated in part 
according  to  tho  scale  laid  dovm  in Article  200(1)  of  tho  EEC 
Treaty  (Boleium 7.9%,  Franco  26%,  Garmany  28%,  Italy 2C%,  Luxembourg 
0.2%  and  tho  Notho~lands 7.9%)  and in part  i~ proportion  to  tho 
not  imports  of  each  Member  ~Jtate  from  outside  the  Community • 
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'l'hc  total revenue  0f  tho  Fund  will  bo  m2..do  up  from  the  tvro 
components  in the  following ratios: 
According  to  the  scale in  the  Treaty 
In proportion  to  net  i~portc 
100 
1963/64 
90 
10 
Before  the  end  of  the  third  year  the  Council,  in  the  light  of 
the  results  of  the  General  review  of  the  Fund's  operations,  will draw 
up  rules  governing  the  revenue  of  tho  Fund  from  1  July 1965  till the 
end  of  tho  transitional period,  in  orQer  to  guarantee  continuing 
progress  towards  a  common  market. 
The  object  of  the  Council's  current  negotiations is therefore  to 
find  means  of rapidly  i~plomentins these  provisiono while  adhering to 
a  strict interpretation  of  them,  so  th~t all the  measures  of  farm 
policy which  have  been  tackled  cu.n  be  umoothly  settled  o.nd  financed. 
For  the  period  beginning  l  July  1965  the  Council will in any  case  have 
to  take  a  further  decision  on  the  vay  in which  tho  F~nd is to  obtain 
its revenue.  From  1  July  1965  until  the  end  of  the  transitional 
period  revenue  is to  increase  gradually  oo  that,  in the  final  stage  of 
realization  of  the  common  market,  revenue  from  levies  on  importo  from 
non-member  countries will accrue  to  tho  Community  and  be  utilized  for 
Community  expenditure.  This is  a  basic  decision  that  the  Council must 
take  in pursuance  of  Regulation  No.  25. 
In  spite  of  this,  there  seems  to  be  little chance  of  the  current 
negotiations resulting in complete  agreement  on  contributions  and 
financing during  the  final  sta~e,  in view  of  the  remaining  differences 
of  opinion  and  consequent  conflictc  among  the  Member  States.  The 
Commission is prepared  to  make  a  distinction between  the  transitional 
period  and  later stages  for  the  purposes  of  the  Council  decisions, 
since it believes  thut  a  separate  arrangement  for  the  early years  may 
provide  a  point  of  departure  for  a  definitive decision regarding the 
Fund. 
At  any  rate,  the  Commissionis  proposal  on  the  immediate  alignment 
of  cereal prices in  the  Community  for  1964/65  will  give  tho  Council  an 
opportunity  to  discuss  the  final  shape  of  the  Fund,  since  there is a 
causal connection between  the  cereal-price  system  and  Community 
financing.  The  Commission  has  proposed  to  the  Council that all refunds 
should  be  financed  jointly if a  common  cereal price is established in 
1964/65.  To  this  extant  the  transitional period  would  be  considerably 
reduced,  and  the  common  agricultural market  would  come  into  operation 
earlier. 
However,  chould  the  common  coreo.l  price  not  be  fixed  in  the 
coming  marketing yenr,  the  decision  to  be  taken  by  l  July 1965  for  the 
period  up  to  1970 will provide  an  opportunity  of  reaching  a  generally 
satisfactory solution to  the  problem  of  tho  Fund. 
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For  the  initial period  - and  bore  we  arc  concerned  with  the 
impending Council decision  - the  Council  would  have  to  act  particularly 
to allay  German  fears  that  the  contributions  of  a  sincle  Member  State 
might  exceed  the  agreed  maximum  of  31~ of total contributions.  lf 
the  Germans  can  be  reassured,  there is really  no  doubt  that all the 
regulations  regarding  the  Fund  will be  adopted  by  the  Council.  At 
any  rate  the  Council,  in the  current  negotiations,  must  establish  a 
final  date  for  adoption  of all the  measures  to  enable  the  Fund, 
together  with  the  relevant  revenue  and  expenditure,  to  take  effect 
retroactively  from  30  July  1962.  Broadly  speaking,  these  measures 
include all the  finnncial  provisions  required  up  to  the  final stage, 
with  the  exception  of  the  individual Council  decisions  for  specific 
periods referred  to  above. 
The  items  to  be  financed  from  the  Fund  arc: 
a)  Expenditure  on  intervention  on  the  Community  market; 
b)  Expenditure  on  refunds  in respect  of  exports  to  non-member 
countries; 
c)  Expenditure  on  structural improvements  coming  under  the 
Guidance  Section. 
The  market  organizations  for  cereals,  pigmcat,  poultry and  eggs 
came  into operation  on  30  July  19G2.  Refunds  on  exports  from  the 
Community  to  non-member  countries  can  be  financed  in respect  of all 
these  products.  Although  the  system  applies  to all products,  a 
special difficulty arises in the  case  of  cereals.  The  basis  for 
refund  is the  cereal in its pure  state;  so,  in  tho  case  of  processed 
products  containing cereals,  computation will be  based  on  the  basic 
cereal content,  and  refunds  will he  paid  only  on  this amount.  There 
is general agreement  that,  if possible,  two  different  conversion 
factors  should  not  be  applied  for  calculating the  basic  quantity  of 
cereals.  Conversion  factorc  arc  already  contained  in  the  regulations 
implementing  the  cereal market  organization.  Only  in  cxcepti~nal 
cases  where  the  existing  factors  prove  to  be  too  high  can  there  be  any 
question  of  introducing further  conversion  factoro.  Refunds  from 
Community  re:sourccs  are  only  to  be  granted  on  the  basis  of  the  lowest 
average  refund  valid  in  the  Community  for  tho  individual basic  products 
concerned.  Consequently,  the  Council  has  to  make  a  ruling to  the 
effect  that  the  average  refunds  will  not  be  taken  into account  when 
they  are  influenced  by  a  price in a  Member  State  that  docs  not  comply 
with  the  lower  limit  applicable  for  the  Community,  or  when  they  are 
granted  in respect  of  insignificant  quantities  of  exports. 
A  fixed  percentage  will have  to  be  chosen  for  the.inoignificant  ex-
ports  that are  rot wh:mken into account  in  comparing  the  average 
refunds  granted  by  the  Mcmb8r  3tatco. 
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In  the  case  nf  the  re~ulations now  in  for~e,  intervention  on 
domestic  markets  by  stockin(~ and  denaturing  has  taken place  0nly 
as  regards  core8.2.S.  'rhis  Si t1.'E•.tion  may  Vrell  be  changed  in  the 
course  of  the  current  debate  in  the  Council.  Market  interventinn 
is alsc  provided  for  in  tho  future  market  orc;ani za ti  om for  dairy 
products  and beef and  veal.  It would  be  advisable  to  determine  in 
the  Council  the  financial  effects  of  these  novr  regulations  directly 
together with  the  interventions  on  the  cereal market.  The  idea of 
having a  general  clause  for all interventinn measures  has  been  dis-
cussed,  'l'he  Council  hC1.s  asked  the  Commission  to  supply  a  stricter 
interpretation of  what  market  intervention should  be  financed,  in  the 
form  of  a  special  solution,  for  cereals. 
As  a  whole,  the  prJportion  of  such  measures  to  be  included 
under  joint financinG  durin~;  the  coming years  vrill  rise  from  one 
sixth of  total  expenditure  in  the  first year  of operation  of  the 
market  organizations  (1962/63  in  the  case  of cereals),  to  one  third 
in the  second year,  one  half in the  third year,  until  ~y 1970  all 
such  expenditure will  be  financed  jointly from  the  Fund.  From 
1  July  1965  till the  end  of  the  transitional period  the  contributions 
of  the  Fund  aTe  to  be  increased regularly in  such  a  way  that at  the 
end  nf  the period all chargeable  expenditure will  be  financed  by 
the  Fund.  HoYrever,  as  has  already  been  pointed  out,  the  Commission 
believes  that,  if its IJrcposal  for  immediate  introduction of  a  common 
cereal price is accepted,  full  joint financing  should  take  effect 
earlier  - in fact  im~ediately on  esta~lishment of  the  common  cereal 
price,  since  such  vrould  automatically  leacl  to  a  full  common  acri-
cul tural  marl:et  for  all product::;"  An  ar:JOndcnent  to  this  effect has 
been  submitted  to  the  C~uncil, 
A number  of  problems  concerning  the  joint financing  of  structural 
measures  under  the  Guidance  Section  a:L'e  r~till  to  be  solved,  The 
Council  has  restricted expenditure under  this  Section  to  one  third 0f 
the  funds  needed  for  other meauuros.  Tho  followinp,  items  will  be 
chargea1;lc  to  tho  Fund: 
(a)  adaptation  and  orientation of acricultural production, 
(b)  adaptation and  in~provcr,lon  t  of  tho  conditions  ::,f  producti'Jn 
in agricul  turc, 
(c)  adaptation and  improver.~cnt  of  the  marketing  of  agricultural 
produce, 
(d)  development  of outlets  for  acricultural produce, 
Expenditure  on  items  (a)  and  (b)  may  be  charc-od  to  the  Guidance 
Section for  all agricultural  products,  as  defined  in  tho  EEC  Treaty, 
whereas  only  those  products  for  which  the  market  has  boon  orcanized 
can  receive  financial  support  i~ respect  of  items  (c)  and  (d). 1.· 
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Tho  following questions  are  bein~ discussed in the  Council: 
Whore  structural  mGasures  nrc  concerned,  should  thoro  be 
restrictive condi tiono  :;ovorninr;  the  measures  thcms,.:-l,rcs  or the 
products  involve~? 
Are  the  Community  pr··Grnmmes  envise>..[iod  ulso  to  apply  t-: 
"classical"  measures  to  im:?rovc  nr,ricultural  structure?  The  present 
attitude in  the  Council is  that  they  should.  Tho  consequences  of 
this vlill  have  to  be  made  more  explicit  by  tho  Council  in  tho  Cvmmun-
i ty programmes. 
Another  problem is  the  maximum  percentage  to  vrhich  the  Fund 
should participate in proposed projects.  The  Commission  has 
suggested  50%.  Should  the  Fund  contribute  only in the  form  of 
capital  ~rants or also  by  offering low  rates  of interest?  The  Council 
would prefer participation to  be.in tho  frrm  of capital  grants  only, 
The  size  of  the  contribution  to  be  made  by  the  beneficiaries  them-
selves  to  measures  of structural ioprovomont  must  also  be  settlud, 
Institutional questions arc  bound  to  play a  major  role in the 
Council  discussions.  These  relate mainly  to  the  division  of 
administrative powers  over  tho  Pu.nd  between  the  Council  and  the 
Commission.  Discussion in  the  Council  has  centred  on  giving thG 
Committee  of  the  Pund itself,  the  r~Tanager:1ent  Co1nmi ttoes  for  tho 
TOrious  farm  products  already operating,  and  the  Standing  Committee 
on  Structure,  in collnrora  ti\.,n  vli th  the  Council  and  the  Commission, 
tho  task  of  exercisinr,- supervioion of  one  form  or  another  over  the 
Fund. 
More  and  more  attention is being devoted  to  the  demand  that 
there  should  be  adequate  parliumentary control  over  the  Fund,  'rhis 
is underotanda'ble,  since  larr,-o  sumc  vrill  flovr  ir.to  and  out  of  thE:. 
EAGGF,  and national  parliaments  are  to  have  no  direct  say  in  the 
matter.  Consequently,  there is considcrabln  anJ  r.;rovring  interest 
in giving  the  European  Parli:1ln8nt  a  m8asure  of control,  thr..urrh  this 
would  entail  seriuus  })Oli tical  and.  local problems,  'rho  European 
Parliament,  the  Economic  and  Social  Committee,  tho  Committee  of 
Arrricultural Organizations  in  th0  EEC;  and  the  Foreign Relations 
Cummittee  of  the  Second  Chamber  of  the  Dutch Parliament  have  11ll 
advncated  that  tho  European Parli11mont  should  have  budGetary con-
trol over  tho  EAGGF. J  .  .  \. 
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The  Commission  has  drawn  up  the  regulations  needed  to  extend  the 
levy  system  and  sluice-gate prices relating to  imports  of  pigment  and 
poultry  from  Hembcr  StD.tcs  and  from  non-meubcr  countries  bet\'Jeen 
1  January  196Lf  and  31  Ea,rch  19()J-.  CorrcE~ponJ.ing arrangement::;  for 
refunds  have  D.lso  been  ~orkcd out. 
Council Regulntion  No.  115/6;,,  which  amends  Hegulation  lfo.  55 
concerning  products  processed  from  cereals  so  that  levies  on  exports 
can  be  fixed  on  a  lump-sum  basio  and  refunds  must  thu~  be  made  on  a 
new  basis,  will  have  a  series  of  effects  on  th8  provisions  of 
Regulations  Nos.  89,  92,  97  and  131.  The  Commission  has  worked  out 
the  necessary  amendments. 